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1/    This  study  was  undert.oken  by  the  Cooperative  Division  of 
the  Farm  Credit  Administration  in  cooperation  with  the  Extension 
Service  and  the  Department  of  Rural  Economics  of  the  Nebraska 
College  of  Agriculture.    Appreciation  is  due  the  managers  of  the 
cooperative  elevator  associations  who  gave  of  their  time,  aiid  mado 
available  the  recdrds  of  their  associations.    Material  assistance 
v/as  also  given  by  the  officers  of  the  several  regional  service  and 
marketing  agencies  which  serve  Nebraslca  farmers'  elevators. 
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Financial  and  opera^ting  data  were  olDtained  from  I30  Nebraska 
farmers'   elevators  for  the  fiscal  year  of  each,  corresponding  as 
closely  as  possible  with  the  1935-3^  crop  year.     These  are  fairly 
representative  of  approximately  3U0  farmer-owned  grain  elevators 
operating  at  about  one-half  the  grain  shipping  points  within  the 
State, 

The  majority  of  the  I30  elevators  studied  were  in  strong  finan^- 
cial  condition,  despite  depression  and  drought  during  the  last  de- 
cade.    The  average  value  of  assets  per  association  was  $27,S97» 
which  the  equity  of  stockholder-members  was  about  80  percent. 

The  farmers'  elevators  in  northeast  Nebraska  represented  a 
larger  investment  in  business,  on  the  average,  than  did  those  in 
southeast  or  southwest  Nebraslca,     This  increased  investment  was 
represented  by  a  larger  side-line  inventory,  more  receivables,  and 
somewhat  more  extensive  facilities  -  all  mainly  due  to  greater  em- 
phasis on  side-line  activity. 

Only  3i|  percent  of  the  I3O  elevators  studied  had  total  liabil- 
ities exceeding  20  percent  of  total  assets,  and  only  I5  percent  had 
liabilities  exceeding  kO  percent  of  all  assets. 

Eighty-one  percent  of  these  associations  had  current  assets  of 
at  least  $2  for  each  $1  of  current  liabilities,  and  only  5  percent 
lacked  sufficient  current  assets  to  cover  their  current  liabilities. 

Two-thirds  of  the  I30  organizations  had  net  worth  amounting  to 
go  percent  or  more  of  the  total  value  of  assets.     In  I5  percent  of 
the  cases  the  membership  equity  was  less  than  60  percent  of  total 
assets. 

Despite  conditions  conducive  to  low  volume  in  1935~3^»  ^9  per- 
cent of  the  130  associations  li:^d  net  j.ncdmesc    Fewest  losses  occurred 
among  the  southeast  Nebraska  elevators,  but  northeast  Nebraska  had 
the  highest  proportion  with  net  incomes  of  $4,000  or  more. 

Northeast  Nebraska  associations  obtained  70  percent  of  their 
gross  operating  income,  on  the  average,  from  side  lines  and  services, 
while  southeast  and  southv/est  Nebraska  elevators  obtained  65  per- 
cent of  such  income  from  grain. 

Of  129  elevators  reporting  on  organization  set-up  the  majority 
had  provisions  limiting  dividends  on  capital,  providing  for  one  vote 
per  member,  restricting  transfers  of  capital  stock  and  providing  for 
patron,age  dividends  for  members.    Less  than  one-fourth  reported  pro- 
vision for  setting  up  patronage  dividends  for  nonmcmbers. 
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Those  associations  making  provision  for  patronage  dividends 
for  noniaembers  l:iad  an  average  of  I36  producer-raem'bers;  associations 
not  having  that  provision,  112, 

Associations  having  capital  stock  in  shares  of  $25  or  less  par 
value  had  an  average  of  IU3  producer-members  as  compared  with  89 
for  those  elevators  having  stock  of  higher  par  value.    The  former 
associations  had  a  larger  proportion  of  tenants  in  their  memher ships. 

About  three-f oiirths  of  the  members  of  95  Nebraska  farmers'  ele- 
vators patronized  their  otoi  associations.    About  85  percent  of  the 
members  were  active  producers.    Nearly  90  percent  of  the  producer- 
members  were  patrons. 

The  associations  with  larger  memberships  were  those  most  fre- 
quently reporting  net  incomes.  Larger  membership  usually  resulted 
in  larger  business  volume,  both  of  grain  and  of  side  lines. 

Elevators  handling  small  voltimes  of  grain  but  having  consider- 
able income  from  side  lines  were  in  better  operating  position  than 
those  having  little  side-line  income. 

As  grain  volume  per  elevator  increased,  operating  expense  per 
bushel  tended  to  decrease,  until  a  volme  of  150,000  bushels  or  more 
was  reached. 

When  grain  volume  was  small,  plants  of  small  capacity  had  lower 
costs  per  bushel.  When  volune  exceeded  100,000  bushels,  the  larger- 
capacity  plants  had  lower  costs  per  bushel. 

Associations  making  most  effective  use  of  employees*  services, 
as  indicated  by  sales  per  dollar  paid  in  salaries  and  wages,  had 
lowest  expense  per  dollar  of  sales. 

Elevators  making  most  effective  use  of  the  physical  facilities, 
as  indicated  by  sales  per  dollar  invested  in  fixed  assets,  had 
lowest  expense  per  dollar  of  sales. 


EAEIMERS'  ELEVATOR  MOVEMENT  IN  1>TEBEASKA 

The  farmers'  elevator  movement  started  in  Nebraska  in  the  late 
eighties.  Opposition  was  strong  at  the  outset  and  little  progress 
was  made  until  the  early  years  of  the  present  century.  Once  estab- 
lished, however,  the  movement  gained  momentum,  until,  in  I92I  farm- 
ers' elevators  wore  located  at  nearly  two-thirds  of  the  grain 
shipping  points  in  the  State  and  their  influence  was  generally  felt 
at  all  such  shipping  points. 
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The  first  farmers'   clervators  in  iTebraska  were  fanners'  stock 
companies  organized  under  the  general  corporation  laws  of  the  State. 
By  1911  when  the  first  cooperative  law  appeared  on  the  statute  books 
of  llebraska,  probably  less  thaJi  200  farmer-owned  elevators  had  been 
formed. 2/    The  greatest  expansion  in  number  occurred  during  the  next 
5  years.    Many  of  the  older  farmers'  stock  companies  took  advantage 
of  the  cooperative  la?^  and  reorganized  as  cooperatives,  but  a  few 
still  retained  their  original  legal  form.    In  I925  a    nonstock  co- 
operative law  was  added  to  the  Nebraska  statutes,  but  it  has  been 
used  very  little  by  cooperative  elevator  organizations. 

The  peak  in  number  of  active  faJTners'  elevators  was  reached 
about  1921  when  there  were  U65  farmer-owned  elevators  reported  for 
the  State. 3/    In  I936  about  3U0  of  the  1,100  elevators  operating  at 
G85  shipping  points  in  Nebraska  were  owned  by  farmers. U/  This 
decline  in  number,  however,  has  not  necessarily  meant  a  decrease  in 
the  proportion  of  the  farmers*  grain  handled  by  their  own  associor* 
tions.    It  has  indicated,  rather,  that  the  less  efficient  organiza- 
tions -  both  private  and  farmers'  -  have  disappeared.    The  associa- 
tions remaining  are  serving  larger  territories  and  handling  rela- 
tively larger  volumes  than  in  the  earlier  years  when  they  were  more 
in  number. 

The  Cooperative  Division  has  in  its  files  information  on  312 
cooperative  grain  elevators  in  ITebraska,    Nine  of  these  associations 
have  branch  units  at  I7  shipping  stations,  thus  bringing  the  total 
of  cooperative  elevators  on  record  to  329.    Data  are  lacking  for  the 
remainder  of  the  3I4O  operating  units  considered  as  farmers'  eleva- 
tors.    In  addition  to  these  3U0  farmers'  elevators,  there  are  a 
number  of  associations  whose  facilities  are  closed  temporarily  or 
leased  to  other  concerns  because  of  poor  crops.     The  return  of  more 
nearly  normal  crop  conditions  nay  result  in  many  such  organizations 
becoming  active  again. 


PUEPOSE  OF  STUDY 

In  order  to  determine  the  current  financial  and  operating  pol- 
icies of  farmers'  cooperative  grain  elevators  in  Nebraska,  and  to 
develop  more  practical  business  standa.rds  based  on  the  operating 


2/    See:    rilley,  H.  C,    Cooperative  Elevators.    Nebr.  Agr. 
Expt.  Sta.  Bull.  Gky  20  pp.  I92I.     See  p.  11. 

^    See  reference  cited  in  footnote  2. 

h/    Data  on  elevator  facilities  obtained  from:    Directoiy  of 
Nebraslca  Farmers  Elevators  (1937)  issued  by  Farmers  Elevator  Asso- 
ciation of  Nebraska,  Co-operative,  Omaha,  Nebr. 
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experience  of  the  elevators  thomselven,  this  study  was  "begun  in  the 
suEimer  of  I936.     It  was  Delicved  tliat  such  a  study  woiild  Idg  of 
value  to  the  individaal  associations  'by  cnahling  them  to  estimate 
their  own  accomplishments  in  the  light  of  those  of  other  associa- 
tions operating  under  similar  conditions;  and  to  adjust  any  defi- 
ciencies in  their  own  organization  and  operating  policies  which  such 
comparisons  might  reveal. 

Data  T/ere  ohtained  from  extunination  of  the  records  of  I3O 
Nebraslca  grain  cooperatives  and  through  personal  interviews  with 
their  managers.     The  financial  and  operating  information  obtained 
covered  one  fiscal  year  for  each  association.     The  majority  of  the 
records  were  for  the  fiscal  5'"ear  closing  Docemher  3I,  1935*  altho^ugh 
several  associations  had  closed  their  fiscal  year  at  earlier  dates 
and  a  few  others  closed  their  hooks  in  the  early  months  of 

Farmers'  elevators  are  forced  to  operate  under  conditions  which 
vary  widely  from  year  to  year.    Hence,  several  years  of  study  are 
desirable  if  a  complete  cross  section  of  those  conditions  is  to  he 
obtained.     Since  the  stud.y  reported  herein  covered  operations  of 
Nebraska  farmers'  elevators  for  only  one  fiscal  year,  the  results 
can  be  considered  only  as  suggestive  of  what  additional  studies  will 
show,  rather  than  as  final  and  conclusive.    The  study  is  being  con- 
tinued to  cover  operations  in  I936-37. 

DISTRIBUTION  OF  Fjija/ISES'  ELEVATORS  IN  NEBRASKA 

Farmers'  elevators  are  distributed  throughout  the  grains- 
producing  areas  of  Nebraska  (fig.  1)  ,    The  larger  number  are  to  be 
found  south  of  the  Platte  River  -  a  section  which  is  normally  a 
surplus  grain  area.    Few  are  located  north  of  the  Platte,  except  in 
northeastern  Nebraska  and  in  the  far  western  or  "Panhandle"  section, 

Basic  conditions  affecting  elevator  operations  vary  consider- 
ably, not  only  from  year  to  year,  but  in  the  different  areas  of  the 
State,    For  purposes  of  this  study,  therefore,  the  cooperative  ele- 
vators from  which  data  were  obtained  have  been  divided  on  an  area 
basis  as  follows:    Area  1  -  northeast  Nebraska;  Area  2  -  southeast 
Nebraska;  and  Area  3  -  southwest  Nebraska,    No  records  were  obtained 
from  associations  in  the  western  or  "Panhandle"  section  because  most 
of  the  associations  there  close  their  fiscal  year  near  the  middle  of 
the  calendar  year,  and  I935-36  records  were  not  yet  available  at  the 
time  the  survey  was  conducted. 

Northeast  Nebraska  is  on  area  of  intensive  feed  grain  produc- 
tion, and  for  many  years  much  of  it  moved  to  market.     vYith  the 
gradual  increase  in  livestock  production  and  the  consequent  increase 
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in  the  quantity  of  grain  used  for  feed,  the  volume  marketed  decreased 
and  at  present  comparatively  little  of  the  ^;rain  in  this  section 
moves  out  of  the  community  in  wliich  it  is  produced.    The  decrease  in 
vol-ame  of  ^rain  marketed  has  presented  a  difficult  operating  prohlem 
to  cooperative  elevators  in  the  area,  most  of  which  were  established 
"before  this  condition  arose.    Elevators  v/hich  adjusted  themselves  to 
the  changing  conditions  by  adding  various  side,  lines  to  increase 
business  volume,  or  by  adopting  other  means  of  meeting  the  situa^ 
tion,  remain  today.    Others  unable  to  deal  with  the  problem  success- 
fully have  discontinued  operations. 

Southeast  Nebraska  (area  2)  is  a  general  farming  area.  Both 
wheat  and  corn  are  grown  as  cash  crops  on  many  farms,  and  a  conr- 
sidcrable  volume  of  grain  moves  to  market.    Grain  handling  is  more 
important  and  side-line  activities  less  important  here  than  in 
northeast  Nebraska,  where  little  wheat  is  grown. 

Southwest  Nebraska  (area  3)  is  more  of  a  cash  grain  section 
than  is  southeast  Nebraska,    Both  corn  and  wheat  are  important  cash 
grain  crops.    Crop  yields  vary  widely  from  year  to  year  and,  as  a 
result ,  there  is  great  yearly  variation  in  the  volume  of  grain 
handled  by  the  elevators.    Livestock  production  is  limited  somewhat 
to  the  number  that  can  be  fed  on  the  minimum  feed  output  of  the  area, 
so  in  years  of  good  yields  there  is  a  considerable  volime  of  surplus 
feed  grains  as  well  as  wheat  to  move  to  market.    Because  of  this 
variability  in  volume,  the  cooperative  elevators  of  the  area  have 
been  giving  more  attention  to  side  lines  than  have  those  in  area  2 
in  an  effort  to  assure  a  source  of  income  in  years  when  grain  volume 
i  s  small . 


FINAi^TCIjlL  STATUS  OF  N'EBEASKA.  GOOPEEATIVE  ELEVATORS  IN  I935-36 

The  combination  of  depression  and  drought  conditions  which 
Nebraska,  cooperative  elevators  have  experienced  during  the  last  dec- 
ade has  provided  a  real  test  of  their  ability  to  withstand  adversity. 
Those  associations  which  have  survived  are  largely  those  which  have 
maintained  a  strong  financial  position  throughout  the  period.  Evi- 
dence of  this  is  to  be  found  on  the  balance  sheets  of  the  I30  clovar- 
tors  for  which  financial  information  was  obtained,  as  they  appeared 
in  late  1935~3'^»    ^  limited  number  of  the  associations  are  weak 
financially  but  the  large  majority  are  in  strong  financial  position. 


Assets.  Liabilities,  and  Net  Worth 

The  average  value  of  the  total  assets  of  the  I3O  Nebraska  asso- 
ciations studied  was  $27,897  per  association.     If  this  figure  may  be 
taken  as  a  fair  average  of  the  total  assets  of  other  farmers'  ele- 
vators of  the  State,  then  Nebraska  farmers  h-ad  nearly  $9,000,000 
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invested  in  their  elevator  businesces  in  I936.     Close  to  kO  percent 
($3, 500»0'^C!)  y/as  invested  in  fi:ced  assets,  mainly  "buildings  and 
equipment,  the  average  depreciated  value  of  the  fired  assets  of  I3O 
associations  being  $10, 85^  per  association. 

The  capital  needed  to  finance  the  $9 1 000, 000  grain  business 
was  largely  put  up  by  the  farmers  themselves.     Their  equity  in 
their  own  grain  marketing  organizations  was  about  $7,200,000,  20  per- 
cent of  the  total  value  of  all  assets.    This  offers  evidence  of  lit- 
tle dependence  on  borrowed  money  in  financing  their  business.  The 
total  of  all  liabilities  was  approximately  $1,800,000.    About  20 
percent  of  this  amount  consisted  of  dividends  payable,  set  up  at  the 
end  of  the  fiscal  year. 

The  average  of  balance  sheets  of  the  elevators  in  each  of  the 
three  sections  is  shown  in  table  1.    In  preparing  the  average  of 
balance  sheets,  the  original  audits  were  adjusted  in  several  respects 
before  being  combined.    Receivables,  which  were  shown  in  the  audits 
as  current  assets,  were  not  all  so  considered  hero  but  were  adjusted 
according  to  collectibility.    Those  considered  by  the  managements 
to  bo  slow  were  grouped  with  other  assets  and  those  stated  to  be 
uncollectible  (over  the  amount  reserved  for  bad  debts)  were  charged 
off  against  surplus.     In  cases  where  dividends  were  set  up  immediately 
after  the  audit  date,  the  omoun.ts  v/ere  placed  in  current  liabilities 
as  dividends  payable  and  the  surplus  accounts  reduced  accordingly. 
In  instances  whore  no  depreciation  charge  was  set  up,  aja  estimated 
amount  to  cover  this  item  was  included  in  expenses.    Hence  the  balance 
sheets  as  presented  here  more  nearly  reflect  the  actual  current  finan- 
cial status  of  the  elevators  than  if  the  audits  had  been  combined 
without  adjustments. 

It  may  be  seen  that  differences  in  the  nature  and  amount  of  the 
asset  and  liability  items  exist  among  the  different  areas.    From  the 
standpoint  of  asset  valuation,  the  farmers'  eleva.tC'rs  of  northeast 
Nebraska  are  substantially  larger  than  those  in  thj  other  two  areas. 
This  is  largely  the  result  of  the  much  greater  emphasis  given  to 
their  side-line  business.    The  average  value  of  side-.].ine  inventory 
in  area  1  is  4  to  5  times  as  much  as  that  in  the  other  two  areas. 
More  of  the  assets  in  area  1  are  in  the  form  of  receivables  -  another 
result  of  greater  side-line  activity.    The  investment  in  fixed  assets 
is  likewise  larger  in  area  1,  mainly  because  of  a  need  for  added 
buildings  and  equipment  in  handling  side  lines. 

Although  there  is  considerable  similarity  in  the  average  of  bal- 
ance sheets  of  the  farmers*  elevators  in  areas  2  and  3  (sec  table  1), 
the  elevators  of  area  2  had  larger  grain  inventories,  smaller  side- 
line inventories,  and  fewer  assets  in  the  form  of  investments  than 
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Table  1.-  Balcnce  sheets  for  Kebraska  cooperative  elevators  "by  areas, 
as  of  the  close  oi  "business,  1935~3^ 


ASSSTS 

Current; 

Cash  

Eeceivables-patrons   

Receivables-oommission  co.  .. 

Inventory-grain   

side  lines  , 

Other  

Total  current   

Other; 

Receivables  (slow)   

Less  reserve-bad  debts   

Stock  notes  receivable   

Closed  bank  claims   

Investment  aJid  nisc  

Total  other  , ,  

Fixed; 

Land,  building  and  equipment 
Less:     depreciation  reserve 

.TOTAL  -  ALL  ASSETS 

LIABILITIES  Am)_JET 
WORTH 
Current  Liabi]  ities : 

Bank  overdraft   

Accounts  payable   

Stored  grain  liability   

Notes  payable   

Dividends  payable   

Accrued  expense   

Other   

Total  current   

Deferred  Liabilities : 

Mortgage-notes  payable   

Other  notes  payable   

Other   

Total  deferred   

TOTAL  LIABILITIES 

ITet  Worth; 

Caijital  stock   .  . . 

Capital  stock  credits   

Reserves   

Surplus   

Total  net  worth   


Avor/.ge  of  33 
northeast 
Hcbraska 
cooport.tive 
elevators 
_    (area  1) 


$  3.56U 

10. 991 


$  3.031 

3,9^U 

6 

ii+,555 



21,59^ 


TOTAL  LIABILITIES  Al^lD 
NET  WORTH 


1+,S03 

2^ 


27,352 
12,083 


3^ 

972 

q 

1,335 
157 

0 


0 


30,lGl 
209 
712 
1.219 


2,102 
0 
170 
U62 

2,73^ 


15,269 
39,597 


Average  of  6U 
southeast 
Nebraska 
coopcrativG 
elevators 
(area  2)  


Average  of  33 
southwest 
Nebraska 
cooperative 
elevators 
  (area  3) 


$  3.097 
1.928 


1,847 

773 


i+,324    $  ^-,^+1+6 


1,317 

7S 

5,025 
 36 


$  2,0UO 
2,W 


I.07U 

7^ 

15. 


10,780    10,127 


15,399 
6,512 


1,07^1 
103 
173 

95§ 

2,30b 


g.gg7 


2,030 

802 


16,03s 
7.630 


1,228 
0 
136 
2.221 

3,5^5 


8,^08 


$ 


$  6,701 


12 

3 

903 

1.087 

96 

 31 


33h 


1,197 
317 
 13 


21,973    22 , 120 


$  3 
365 
31 
769 
5U1 
117 
_J 

$  2,618    $  1,829 

1,895 

U55 

0 


7,296 


1,587 
^,205 


13,038 

22k 
522 
•^.984 

32,301    17.768 


12,U83 
887 
1,197 
,3.37^ 


2.^50 
^,179 


17,9^1 


39,597 


21,973    22,120 
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did  thoce  of  area  3.  Elevators  in  both  axeas  2  and  3  a  mater- 
ially larger  proportion  of  current  assets  in  the  form  of  cash  than 
did  those  of  area  1, 

Average  "balance  sheets  as  shown  in  tahle  1  may  cover  up  wide 
variations  among  the  elevators  in  each  group.    For  example,  there 
is  a  very  wide  variation  in  asset  valuations  in  area  1,  The 
smallest  amount  of  assets  for  any  one  elevator  in  that  section  was 
slightly  over  $5,000  and  the  largest  nearly  $l6l,000.    The  classi- 
fication according  to  asset 'valuation  of  the  elevators  of  each  area, 
and  of  the  State  as  a  whole  is  shown  in  table  2. 

Table  2.-  Classification  of  1-Tebraska  cooperative  elevators 
on  the  basis  of  total  asset  valuation,  1935~36 


:       Area  1,  : 

Area  2,  : 

Area  3, 

State 

•     northeast  : 

southeast  : 

southwest 

I      Kebraska  : 

Nebraska  : 

Hebraska 

Total 
valuation  of 

assets 


Number     Per«-    Number      Per-    Number     Por-    Niimber  Per- 

of  centage  of  centage  of  centage  of  centage 
associ-      of      associ-      of      associ-      of      associ-  of 


ations 

total 

ations 

total 

ations 

total 

ations 

tota" 

Less  than  $10,000 

11 

S.5 

3 

9.1 

6 

9.^ 

2 

6.1 

$10,000  - 

$19,999 

5^ 

^1.5 

10 

3.0.3 

27 

U2.2 

17 

51.5 

$20,000  - 

$29,999 

32 

21^.6 

3 

9.1 

21 

32.8 

g 

2^.3 

$30,000  - 

$39,999 

11 

6 

18.2 

k 

6.2 

1 

3.0 

$1+0,000  - 

$1+9.999 

s 

6.2 

2 

6.1 

3 

54.7 

3 

9.1 

$50,000  - 

$59,999 

1+ 

3.1 

1 

3.0 

2 

3.1 

1 

3.0 

$60,000  - 

$69,999 

5 

3.S 

3 

9.1 

1 

1.6 

1 

3.0 

$70,000  or 

more 

5 

3.S 

5 

15.1 

0 

0 

0 

0 

Total 


1^0  100.0 


33  100.0 


Gk  100.0 


33  100.0 


Elevators  having  total  assets  of  between  $10,000  and  $20,000 
formed  the  largest  group  in  each  of  the  three  areas.     In  area,  1  a 
relatively  large  number -more  than  a.  fourth  -  had  asset  valuations 
in  excess  of  $50,000,    Nearly  all  elevators  v/ith  higher  asset  valuar- 
tions  were  those  which  carried  on  an  extensive  side-line  business. 
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Elevators  in  area  1  had  larger  total  liabilities  than  those  in 
the  other  two  sections  hut  the  relationship  of  such  liabilities  to 
asset  valuations  was  practically  the  same  (table  1).     The  same  holds 
true  for  total  net  worth.     Elevators  in  area  1,  however,  carried 
relatively  smaller  surpluses  tYnxn  did  those  in  other  areas  since 
they  face  less  variation  in  business  vol"ume  from  year  to  year. 

Relation  of  Assets  to  Liabilities 

The  average  balr.ince  sheets  of  farmers'   elevators  in  the  three 
areas  of  Nebraska  (table  1)  reveal  a  strong  financial  position  for 
them  as  groups.     There  are,  of  course,  some  weak  organizations 
included  in  each  of  the  area  groups,  but  they  are  in  the  minority. 
As  evidence  of  this  fact,  only       percent  of  the  I3O  elevators 
studied  had  liabilities  in  excess  of  20  percent  of  total  assets  (see 
table  3)  and  only  I5  percent  had  liabilities  in  excess  of  kO  percent 
of  total  assets.     In  other  words,  two- thirds  of  the  associations  had 
sufficient  assets  to  cover  total  liabilities  four  or  more  times,  and 
85  percent  had  enough  assets  to  cover  all  liabilities  one  and  a  half 
or  more  times.     There  remained,  therefore,  only  one-seventh  of  the 
elevators  having  serious  financing  problems  to  meet. 

Table  3.-.  Relationship  between  valuations  of  total  assets  and 
total  liabilities  of  Nebraska  cooperative  elevators,  1935~3^ 


Area  1,  : 

Area  2,  : 

:       Area  3, 

State  ; 

northeast  ; 

southeast 

:  southwest 

Nebraska 

Nebraska 

Nebraska 

Relation  of  total 

Nmber 

Per- 

N'^amber Per- 

NTJmber  Per- 

Ntimber  Per- 

assets  to  total 

of 

centage 

of  centage 

of  centage 

of  centage 

liabilities 

associ- 

of 

associ-  of 

associ-  of 

associ-  of 

ations 

total 

ations  total 

ations  total 

ations  total 

Liabilities  20 

percent  or  less 

23  69.7 

of  assets. 

86 

66.2 

21  63.6 

1|2  65.6 

Liabilities  21 

-  1+0  percent  of 

assets. 

25 

19.2 

8  2U.3 

11  17.2 

6  18.2 

Liabilities 
more  than  Uo  per- 
cent of  assets.  I9        ^-.6  k       12.1         11       17.2  U  12.1 


Total 


130     100.0       33     100.0       6k    100.0       33  100.0 
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From  the  viev/point  of  successful  operation,  a  tetter  measure  of 
the  ability  of  ati  association  to  meet  its  pressing  obligations  is 
the  relationship  betv/een  current  asi^ets  aiid  current  liabilities. 
Ordinarily  a  business  is  considered  to  be  in  a  safe  opcriiting  posi- 
tion if  it  ha-  at  least  $2  in  current  assets  for  each  dollar  in  cur- 
rent liabilities.    Sighty-ono  pjrccnt  of  the  I3O  Nebraska  associations 
woro  in  that  position  (taole  k)  .     i'ourtoen  percent  of  th,;  elevators 
had  less  tlian  $2  but  more  than  $1  of  current  assets  to  each  dollar  of 
current  liabilities.     There  remained,  then,  only  5  percent  of  the 
associations  which  lacked  sufficient  current  assets  to  cover  their 
immediate  obligations,  and  wiiich  were  therefore  in  a  rather  critical 
fin.aiacial  position.     It  will  be  recalled  that  dividends  declared  at 
the  close  of  the  fiscal  year  were  included  in  cui'ront  liabilities, 
and  those  were  the  principal,  and  in  some  cases  the  only  item  of 
liability. 

Table  h.~  Relationship  between  valuations  of  cxirrent  assets  ojid  current 
liabilities  of  Nebraska  cooi-err.tive  elevators,  1935^3^ 


State 

Eela.tion  of  current  

assets  to  current    Ntmbor  Pei*- 
liabilities    1/  of  centDge 

associ-  of  asrioci- 
ations    tot'\l  ations 


:       Area  1,  : 

Area  2, 

;       Area  3, 

:      northeast  : 

southeast  ; 

southwest 

:        Nebraska  : 

Nebraska 

Nebraska 

timber  Per- 

^Tumber  Per- 

N-umber  Per- 

of  contage 

of      cent age 

of  centage 

of      associ-      of      associ-  of 
total    ations    total    ations  total 


Current  o.sscts  2  or 
more  times  current 
liabilities. 


LO5 


82.2 


29 


Current  assets  1  - 
1.9  times  current 
liabilities. 


IS 


13.  S 


1^.1 


6.1 


Current  assets  less 
than  current  liab- 
ilities. 


2  6.1 


3.1         2  6.1 


Total 


130 


100.0 


33  100.0 


100.0 


33 


100.0 


ij  Current  assets  do  not  include  uxy  receivables  clarsed  ar  slow  or 
uncollectible.  C'-U-rent  liabilities  include  dividends  ;or,ya:.'le  declared  at 
close  of  fiscal  year,  but  not  classed  as  liability  in  audit. 
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Associations  in  area  1,  "because  of  their  large  ride-line  "busi- 
nesses had  a  liiTger  percentage  of  receivables,  and  therefore  were  in 
soraewliat  less  favorable  current  positions  than  those  in  areas  2  and 
3.    Tv/enty-seven  percent  of  thr  a^:sociations  in  that  area  had  cur- 
rent assets  of  less  than  twice  the  amount  of  current  liahilities,  as 
against  I7  percent  and  12  percent  in  areas  2  and  3,  respectively. 

ITet  Worth 

Net  worth  indica^tes  the  equity  which  the  stockloolders  of  the 
cooperative  have  in  their  business.    As  indicated  in  table  3f  two- 
thirds  of  the  130  Nebraska  associations  studied  in  I935-36  had  lia- 
bilities sjnounting  to  less  than  20  percent  of  total  assets.    In  other 
words,  tiie  members  of  those  associations  had  rm  equity  of  80  percent 
or  more  in  the  assets.    For  only  one-seventh  (I5  percent)  of  the 
assoaia.tions  was., member  ship  equity  less  th.xn  GO  percent  of  total 
assets.     In  this  low-equity  group  areas  1,  2,  and  3  had  12  percent, 
17  percent,  and  12  percent,  respectively. 

The  m.ajor  portion  of  members*  equity  in  their  associations  is 
represented  by  capital  stock.    This  stock  is  their  original  invest- 
ment, or  is  stock  credited  to  them  from  earnings  of  the  associations, 
or,  in  some  cases,  both.    The  remainder  of  member-equity  consists  of 
reserves  and  surplus  set  aside  from  previous  earnings.    On  the  basis 
of  the  averages  of  the  three  sections  (table  1),  for  each  dollar 
invested  in  capital  stock,  curjrlus  and  reserves  amoianted  to  6  cents 
for  ai-ea  1;  "^k  cents  for  area  2,  and  3)+  cents  for  area  3  in  1935-36* 
In  other  words,  the  surplus  and  reserve  accounts  built  tip  by  farmers' 
elevators  in  southeast  ITebraslca  (area  2)  sjid  southwest  ITebraska 
(area  3)  were  much  greater  than  in  northeast  Nebraska  (area  1)  . 

These  average  figures  sliov/ing  the  relation  v/iiich  surpluses  cUid 
general  reserves  bear  to  outstanding  capital  stock  do  not  give  evi- 
dence of  the  extent  to  which  certain  associations  in  each  ajrea  m.ay 
be  involved  financially,  nor  the  amount  of  the  surpluses  which  some 
have  built.     The  relation  v/Mch  the  deficits  or  surpluses  bear  to 
outstanding  capital  stock  for  the  several  associations  in  each  area 
and  in  the  State  is  shown  in  table  5.    Associations  having  a  deficit 
amounting  to  50  percent  or  more  of  their  capital  stock  may  find  their 
capital  structm-e  very  seriously  impaired.     On  the  other  hand,  asso-- 
ciations  with  a  surplus  equal  to  or  exceeding  the  par  value  of  their 
outstanding  capital  stock  sho-ald  have  considerable  financic:.l  stabil- 
ity.    This  latter  condition  is  a  goal  toward  which  farmers'  elevators 
may  well  work  in  areas  where  the  crop  hazard  is  great  and  business 
volume  quite  variable. 
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Table  {;.-  Relation  of  sui-pliis  accoi^-ntr;  to  outstaiidin^  capital 
stock  of  i:eora;ika  lair.ei'c'  elevators,  19313-35  1^' 


:       Arco,  1,      :        Area  2,  ; 
Stato         :      nortiieact    :      scutheaEt  ; 

Stirplus  or  :  l>TGl)ra;.-!ka  ^  ;  Nolpraska  ; 

doficit  Lnjmbei'     Per-    Nmiber     Per-    ITtimlDer  Per- 
position  of      centa£:e      of      centage      of  centase 
associ-      of     associ-      of     associ-  of 
  ations    tota.1    ations    total    ations  total 


Deficit  of  505^  or 
more  of  outstand- 
ing stock 

Deficit  of  less 
tlion  50^i  of  out- 
standing stock 

Surplus  of  less 
than  5CK'i  of  out- 
standing stock 

Surplus  of  50  - 
99^  of  outstanding 
stock 

-Surplus  of  lOCfo  cr 
more  of  outstand- 
ing stock 


37 


20 


26 


5.^ 


2S.1| 


30.  S 


I5.H 


20.0 


1^ 


3.0 

h2.h 


Ik  k2.k 


Q  1 


17  26.6 


18 


12 


28.1 


IS.  7 


Area  3, 
southwest 

 ITehraska 

ITumher  Per- 

of  centage 
associ-  of 
ations  total 


3  9.1 


6        IS.  2 


S        2k.  2 


3.:5. 


Ik  21.9 


11 


15.2 


33.3 


Total 


130  100.0 


33     10c. 0 


bk     100 . 0 


33  100.0 


1/    Reserves  for  contingencies  and  pru-poses  other  thcji  depreciation  seid 
bad  debts  are  included  witii  suiplun.    Likewise,  stock  credits  are  included 
witli  outstanding  capital  stock. 


As  shewn  in  table  5»  lEore  of  the  elevators  in  area  1  had  deficits  tlian 
did  those  in  areas  2  and  3,    On  the  other  hand.,  a  smaller  proportion  of  the 
associations  in  area  1  had  deficits*  exceeding  half  tho  value  of  their  otit- 
staiiding  copitrJ  stock.     In  short,  there  rppoars  to  bo  loss  variation  in 
membership  eq^uit^  rjnong  associations  in  area  1  than  in  the  other  two  areas 
where  business  volxir.e  is  more  ui^.certain. 
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Operating  Results 

Nebraska  cooperative  elevators  operated  njider  none  too  favorable 
conditions  d'ujrin;^  the  period  for  which  financial  data  ^rere  obtained. 
By  far  the  majority  of  these  finar.cial  statements  wore  for  the  1935 
calendar  year,  when  grain- handling  operations  of  the  elevators  sur- 
veyed were  influenced  primarily  by  the  corn  crop  of  I93U  and  the 
wheat  crop  of  1935*  193^  corn  crop  in  Nebraska  v/as  almost  a  com- 

plete failure,  and  the  1935  wheat  crop  v/as  little  more  than  two-thirds 
of  the  average  annii^l  production  of  the  State.    Furthermore,  the  195^ 
wheat  crop  (marketed,  in  part,  in  the  early  months  of  I935)  was  very 
short,  and  the  1935  corn  crop  (starting  to  market  in  the  closing 
months  of  1935)  ^^-^  less  than  lialf  the  average  annual  production. 

The  grain  vol-umo  of  southv/est  ITebraslca  elevators  was  the  most 
seriously  reduced  by  the  poor  wheat  crops,  while  the  northeast 
Nebraska  elevators  which  handle  a  large  vol"umc  of  corn  were  particu,- 
larly  affected  by  short  com  crops.     Even  in  the  southeast  area,  the 
1935-3^  grain  vol-ume  was  well  below  the  normal  yearly  volmie. 

Despite  the  reduced  grain  volume,  the  majority  of  the  associar- 
tions  stiidied  reported  reasonably  favorable  operating  results  for 
1935~3^'    ^  classification  of  the  I3O  elevators  by  amo"ant  of  net 
income  or  loss,  for  the  State  and  by  areas,  is  presented  in  table  6. 
The  percentages  of  gains  were  higher  and  of  losses  were  lov/er  in 
area  2,  southea^st  Nebraska,  whereas  southv;est  Nebraska  had  the  largest 
proportion  of  associations  reporting  net  losses.    Area  1  had  the  highr- 
est  proportion  (24  percent)  of  elevators  with  net  incomes  in  excess 
of  $"4,000. 

Table  6.-  Net  operating  results  of  Nebraska  cooperative  eleva,tors,  1935~3^ 


Area  1, 

:        Area  2, 

:        Area  3> 

State  : 

northeast 

:  southeast 

:  southwest 

Operating 

Nebraska 

:  Nebraska 

:  Nebra.ska 

results  -      Number     Per-    "-umber     Per-    Niamber      Per-    Number  Fer- 
net income         of      cent.age      of      centage      of      centage      of  ccntage 
or  loss       associ-      of      associ-      of      associ-      of      associ-  of 


 ations    total  ations    total    at ions  total    at ions  total 

Loss; 

$1001  or  more  lU        10.8  k       12.1  5         7.8  5  I5.2 

$      1  -    $1000  26        20.0  g        2M-.2         11        17.2  B       2k, 2 

Income; 

$    1  -  $1000  32 

$1001  -    $2000  2k 

$2001  -    $'4000  13 

^kOOl  or  more  21 


24.  b 

q 

27.3 

15 

23.4 

7 

21.2 

IS.  "3 

k 

12.1 

15 

2j.k 

5 

15.2 

10.6 

0 

0 

9 

14.1 

k 

12.1 

16.1 

S 

2U.3 

9 

14.1 

k 

12.1 

Total  130      100.0         33      100.0         6^      100.0         33  100.0 
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Income  and  expense  statenents  for  the  fai'mers'  elevators  as  an 
average  of  the  elevators  in  each  of  the  three  axeas  are  shown  in 
tahle  7;  cijid  operating  statistics,  in  table  8.     The  average  grain 
voltunes  were  71,362  "bushels,  115,870  "bushels,  and  86,913  bushels  for 
areas  1,  2,  aiid  3,  respectively;  dollar  sales  of  side  lines  were 
$1]-1,323,  $ll4-,98S,  and  $19,763.    As  suggested  by  the  vol-ume  figures, 
the  associations  of  northeast  Nebraska  had  much  less  income  from 
grain  and  more  from  side  linos  a^id  services  in  1935**36  than  did  those 
in  the  other  two  areas.     Southeast  Nebraska  elevators  had  the  largest 
grain  income  in  dollars,  whereas  those  in  area  3         "the  largest  pro- 
portion of  gross  operating  income  from  grain.     The  latter  group  had 
a  larger  volume  of  side  lines,  as  indicated  by  dollar  sales,  but  the 
gross  margin    realized  per  dollar  of  such  sales  was  more  than  a  third 
less  thaxL  in  area  2. 

Table  7.-  Income  and  expense  statements  for  Nebraska  cooperative 

elevators,  by  areas,  1935"36 


Average  of  33 
northeast 
ITebraska 
cooperative 
INCOME  AI'TD  EXFEITSES  elevators 

 (area  1) 

Income; 

Grain  trading  gain   $  1»903 

Other  grain  income  ,   7 

Side-line  trading  income    ^.937 

Income  from  services    21*5 

Total  income  from  operations  7,060 
Expenses; 

Salaries,  wages  and  commissions  2,66'3 

Office,  audit  and  legal  ,  284 

Telephone  and  telegraph    82 

Light,  power  and  water  ,  I6G 

Elevator  supplies  and  repairs  •  1^+9 

Ins'orance  and  bonds   ,  387 

T^jces    1+34 

Directors'  fees    112 

Miscellaneous    369 

Depreciation    97I 

Total  before  interest  and  bad 

debts   5,617 

Bad  debts    I73 

Total  before  interest   "5.  79O 

Net  income:  Trading  and  ser\''ices  1,270 

Other  income  ,  ,  393 

Total  net  income  before  interest  1,663 
Interest  paid  ,  280 

Total  net  income  after  interest  l",3^ 


[Average  of  6^-: 
southeast 
Nebraska 
cooperative 
elevators 
(area  2) 


$  3,555 

105 
.  2,033 
17^ 
5,867 


2,009 

182 
108 
209 
119 
2kS 
220 

57 

198 

660 

U,010 

129 

1,718 

1,8^2 
143 

17709 


Average  of  33 
southwest 
Nebraska 
cooperative 
elevators 
(area  3) 


$  3,108 

30 
1,721 

116 

^,975 

1,233 
182 

9S 
170 

106 
203 
267 

77 

250 

590 

3,776 

226 
^,002 

973 

20  s 


1,181 
165 

1,016 
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T.aole         Operating  statistics  for  noTDrar-ka  cooperative  elevators,  "by 

ai-eas,  I935-36 


Item  and.  unit 


Average    :  Average 
of  33     :      of  6k 
northeast  :  southeast 
Nehraska  :  iTcibraslca 
cooperative:  cooperative 
elevators  :  elevators 


Average 

of  33 
southwest 
Hehraska 
cooperative 
elevators 


: 

(area  1)  : 

(area  2)  i 

(area  3) 



bushels 

71,362 

115.270 

86.913 

dollars 

4-i,3ci3 

J-H-,  JcO 

19.763 

C-ross  margin  on  grain  per  bushel 

cents 

2.7 

3.1 

3.6 

Grain  exoense  iDer  "bushel  

cents 

U.2 

2.g" 

3.5 

C-ross  margin  on  side  lines  per 

13.6 

dollar  01  side-line  sales   

cents 

12.3 

Operating  income  per  dollar  of 

cents 

7.5 

5.2 

Expense  (hefore  interest)  per 

3.6- 

cents 

6.2 

Total  sales  per  dollar  invested 

5-5'7 

in  fixed  assets  (undepreciated) 

dollars 

3.U2 

7.33 

Total  sales  per  dollar  paid  in 

36.16 

U6.71 

salaries  a,nd  wages  

dollars 

31+.9S 

Numher-  of  menhers  

number 

1254- 

Nunher  of  member-patrons 

numb  er 

125 

105 

The  average  gross  operating  income  for  area  1  was  $7,0G0;  for 
area  2,  $5,867;  and  for  ^irea  3,  $^,975,    The  much  higher  income  in 
area  1  was  the  result  of  the  large  side-line  volume  -  more  than  twice 
that  of  either  other  area,  mea^-red  in  terms  of  dollar  sales.     In  that 
area  side  lines  produced,  on  the  average,  JO  percent  of  the  gross 
operating  income,  as  against  35  percent  in  the  other  two  areas. 

The  foregoing  discussion  has  given  a  general  view  of  the  finan- 
cial status  of  and  operating  resTilts  obtained  by  Nebraska  farmers* 
elevators  in  193^36.    Attention  lias  been  called  to  certain  differences 
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among  elevatorn  in  the  several  area.^  resulting  from  differences  in 
conditions  "onder  \7hich.  the  elevators  operate.  There  are,  however, 
greater  differences  "between  individual  elevators  within  any  one  of 
the  designated  areas  than  there  are  "between  the  averages  presented 
for  each  of  the  throe  areas.  These  will  "be  discussed  in  greater 
detail  in  later  sections  which  give  attention  to  operating  pro'b- 
lens, 

IviAlIAGrEMElTT  PROBLEMS  OF  mEASKA  FmiSRS'  ELEVATORS 

The  pro"blems  facing  the  management  of  a  Nebraslca  farmers*  ele- 
vator arc  many  and  diverse.     They  involve  such  matters  of  policy  as 
orgajiization  set-up,  mem"bership,  finance,  and  credit,  as  well  as 
those  more  directly  concerning  the  business  operations  of  the  asso- 
ciation.   These  are  pro"blems  which  require  the  attention  not  only 
of  the  mar^ger  "but  of  the  "boELrd  of  directors  as  well.     The  board  of 
directors  is  responsible  to  the  association's  members  for  determining 
matters  of  policy.    The  manager  is  charged  with  carrying  out  those 
policies. 

Some  of  those  aspects  of  the  operations  of  Nebraska  farmers*-  ■ 
elevators  in  I935-36  are  discussed  on  the  succeeding  pages.  Any 
conclusions  drawn  from  analysis  of  the  data  are  suggestive  rather 
than  final,    Pinal  conclusions  can  hardly  be  drawn  from  a  single 
year' s  data,  since  such  data  would  be  influenced  by  conditions  pe- 
cailiar  to  that  year. 


Cooperative  Features  of  Organization 

It  ws,s  attempted  to  determine  to  what  extent  Nebrarska  farmers' 
elevators  hfuve  observed  certain  important  principles  and  practices  of 
cooperation  in  setting  up  their  organizations.    A  few  of  the  oldest 
associations,  dating  back  before  a  cooperative  law  was  on  the  statute 
books,  have  articles  of  incorporo-tion  and  bylaws  in  such  form  that 
they  do  not  incorporate  the  provisions  common  to  most  cooperatives, 
yet  they  may  bo  farmer-owned  and  controlled  and  operate  primarily 
for  the  benefit  of  their  producer-members.    By  far  the  greater 
nmber,  however,  are  orgcoiized  under  the  cooperative  law  of  I9II  and 
incorporate  the  more  generally  accepted  cooperative  principles  in 
their  articles  and  bylaws. 

Data  were  obtained  in  sufficient  detail  from  I29  of  the  I3O 
cooperative  elevators  studied.    The  articles  of  incorporation  and 
bylaws  of  these  I29  cooperative  elevators  were  examined  and  their 
operating  practices  considered  to  determine  whether  or  not  the  fol- 
lowing cooperative  principles  and  practices  were  provided  for  or 
observed: 
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1,  Dividends  on  share  capital  do  not  exceed  8  percent, 

2,  Only  one  vote  is  allowed  per  memlDer, 

3,  MemlDership  is  limited  to  producers  of  farm  products, 

h.    Transfers  of  capital  stock  are  suTDject  to  approval  of 
"board  of  directors, 

5.  Patronage  dividends  are  distrilDuted  to  members, 

6.  Patronage  dividends  are  distributed  to  nonmembers  as 
well  as  members. 

The  n-umber  of  elevators,  for  the  State  and  by  areas,  having  eaoli 
of  the  provisions  listed  above  in  their  legal  set-up  is  presented  in 
table  9.    The  provisions  limiting  dividends  on  capital  stock  and  pro- 
viding for  one  vote  per  meiaber  were  common  to  the  largest  n'uinber  of 
elevators  in  each  area.    Most  of  the  associations  in  each  area  also 
restricted  transfers  of  capital  stock  and  pemitted  patronage  divi- 
dends to  members.    Less  than  a  fourth  of  the  I29  elevators  provided 
for  setting  up  patronage  dividends  for  nonmembers. 

Table  9.-  Provisions  for  cooperative  features  in  the  legal  set-up  of 
129  Nebraska  cooperative  elevators,  1935-3^ 


Elevators  reporting  provis 

ions  in  legal 

set-up  for  - 

Total 

Not  more 

Board  of 

Distribution 

ntmaber 

than 

Not  more 

directors 

of  patronage 

Area 

of 

S  percent 

tlian  one 

Member 

approve 

dividends  to- 

elevators 

dividend 

vote  per 

must  be 

transfer 

Nonr- 

reporting 

on  stock 

member 

producer 

of  stock   Members  members 

1 

.33 

27 

Ik 

25 

21  8 

2 

63 

50 

53  13 

3 

■  33 

29 

27 

23 

30 

29  9 

State 

129' 

108 

108 

81 

105 

103  30 

The  distribution  of  the  I29  farmers'  elevators  according  to  the 
number  of  the  6  cooperative  features  previously  mentioned  which  were 
incorporated  in  their  legal  set-up  is  shown  in  table  10.    Two  of  the 
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elevators  had  none  of  the  6  provisions  listed  a"bove,  while  I9  had 
all.    Even  thoiagh  95  of  the  I29  elevators  liad  U  or  more  of  the  coop- 
erative featiires  listed,  there  is  a  sufficiently  large  proportion 
with  a  fev/er  ntunher  to  indicate  an  organization  prohlcm  which  might 
well  receive  attention. 

Table  10.-  Distribution  of  129  Nebraska  farmers'   elevators  acco27ding 
to  the  number  of  cooperative  features  incorporated  in 
their  legal  set-up,  1935~3^ 


Number  of  cooperative  Elevators  having  indicated  nvjnber 

features  in  legal   of  cooperative  featirres  in  set-up  in  - 


set-up  of  association         Area  1  Area  2  Area  3  State 


0  10  12 

1  1  2  1  U 

2  3  5  2  10 

3  8  9  1  18 

4  9  16  9  3U 
3  S  23  11  42 
6  3  8  8  19 


Particular  attention  is  directed  to  the  limited  niunber  makring 
use  of  the  provision  authorizing  the  setting  up  of  patronage  divi- 
dends to  nonjn embers.     This  provision  usually  includes  the  require^- 
ment  that  such  dividends  siiall  first  be  applied  toward  purchase  of  a 
share  of  stoclr,  thus  serving  to  keep  the  membership  well  distributed 
among  the  active  producers  of  the  commianity. 

Membership  5/  data  were  available  for  96  of  the  I29  farmers'  ele- 
vators reporting  regstrding  cooperative  features  in  their  organiza^ 
tion  set-up.     Of  the  9S,  25  had  made  j-^rovision  for  patronage  divi- 
dends for  nonmembers.    A  comparison  of  the  average  membership  of  these 
25  associations  with  the  average  membership  of  7I  associations  having 
no  such  provision,  and  with  the  average  of  the  96  elevators,  appears 
in  table  11,    In  each  area  it  may  be  seen  that  the  associations  re- 
warding nonm ember  patrons  had  a  distinct  membership  advantage. 


_5/    Membership,  as  the  term  is  used  in  this  discussion  implies 
ownership  of  capital  stock.     In  a  very  few  cases,  members  have  sub- 
scribed for  capital  stock  and  given  notes  covering  all  or  part  of  the 
value  of  the  shares.     In  cases  wliere  patronage  dividends  of  nonmembers 
are  applied  on  shares,  shares  are  not  issued  and  membership  granted 
until  the  full  value  is  earned  or  the  unearned  balance  paid  by  the 
patron  desiring  membership. 
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Table  11.-  N-umlDer  of  Nebrar.ka  farmers'  elevators  providing  for 
th.e  pajment  of  patronage  dividends  to  nonmem'bers  and 
the  average  n"uin"ber  of  prod"acer-memt)Grs 
per  elevator,  by  areas,  I935-36 


Area 


Elevators  with 
provision  for 
payment  of  pat- 
ronage dividends 
to  nonmenbers 


Elevators  with 
no  provision  for 

payment  of  pat- 
ronage dividends 
 to  nonnecbers 


All  elevators 


Average  Average 

Number      nuLiber  of    Number  nmber  of 

reporting  producer-  reporting  producer- 

nenbers  nenbers 


Average 
Nianbcr     nninber  of 
reporting  producer- 
nenbers 


1 

6 

168 

IS 

137 

2i+ 

1U5 

2 

11 

131 

35 

100 

U6 

109 

3 

s 

lis 

IS 

110 

26 

112 

state 

25 

136 

71 

112 

96 

119 

Another  aspect  of  the  legeJ  set-up  has  to  do  with  the  par  value 
of  sloares  of  capital  stock.     In  the  early  days  of  the  farmers'  ele- 
vator movement  the  tendency  was  to  have  shares  of  relatively  high 
par  value.    By  so  doing,  the  associations  had  greater  assurance  of 
getting  from  members  a  large  part  of  the  capital  needed  for  invest- 
ment in  fGcilities,     The  situation  has  changed,  however,  with  the 
passage  of  time.     The  facilities  Imving  been  acquired,  the  need  now 
is  more  for  v/idespread  support  among  the  producers  of  the  community  - 
tenants  and  landlords  as  well  as  owner-operators.     To  meet  this 
latter  need,  some  associations  bave  reduced  the  par  value  of  their 
capital  stock  to  a  level  within  reach  of  the  majority  of  producers. 


The  study  made  of  Nebraska  farmers'  elevators  shows  tlmt  those 
having  capital  stock  in  shares  of  low  par  value  liad  a  distinct 
membersliip  advantage  over  elevators  with  shares  of  higher  value 
(table  12).     In  each  of  the  tliree  areas,  elevators  with  capital 
stock  in  shares  of  $25  or  less  had  a  much  higher  average  membership 
than  those  with  shares  Vcilued  in  excess  of  $25. 


Table  12,-  Relationship  'between  the  par  value  of  capital  stock  and  the  average 
membership  per  elevator,  for  96  Nebraska  farmers'   elevators,  1935-3^ 


Slevators  reporting  par  : Elevators  reporting  par  : 
value  of  capital  stock  :  value  of  capital  stock  :  All  elevators  reporting 

 $25  or  less  :  more  than  $25  :  

Area  llumbcr    Average    Average: rlumber    Average    Average: Erimber    Average  Average 
of      nvunber  of  niomber  :     of      number  of  n'ombor  :     of      number  of  number 
ele~    producer-  of  all  :  elc—    producer-  of  all  :  ele-    producer-  of  all 
vators    members    members: vators    members    members: vators    members  members 


1  13 

2  22 

3  17 


179  208 
I3U  151 
12s  160 


11 

2k 

3 


105  117 
85  103 
82  96 


24  IU5 
46  109 
26  112 


166 
126  •"• 
138 


State    52  IU3  168  89  105         96         119  139 


The  difference  in  composition  of  membership  between  the  t'llo  groups  is 
shown  in  table  I3.    Associations  with  shares  of  low  par  value  h^d  a  much  larger 
proportion  of  tenants  and  a  sligiitly  larger  proportion  of  landlords  among  their 
membership.     To  have  shares  of  lov/  par  value  apparently  makes  acquisition  of 
membership  easier,  and  consequently  more  attractive  to  tenants  and  thus  enables 
an  association  to  obtain  their  patronage. 


Table  13.-  Distribution  of  c-vnership  of  stock  of  specified  par  value  among  members, 
according  to  their  tenure  of  land,  for  96  Nebraska  farmers'  elevators,  1935-36 


Number 
of 

eleva^ 
tors 

report- 
ing 

Owner- operators 

T  enant  s 

Landlords 

Other 

Par  value 
of  capital 
stock 

Number 

Percent- 
age of 
total 
member- 
ship 

Number 

Percent- 
age of 
total 
member- 
ship 

Rtimber 

Percent- 
age of 
total 
member- 
ship 

Number 

Percent- 
age of 
total 
member- 
ship 

Total 
number 

$25  or  less 

52 

4,351 

50.1 

2,045 

23.4 

1,032 

11.8 

1,282 

14.7 

8,740 

More  than  $25. 

44 

2,816 

60.8 

686 

14.8 

431 

9.3 

701 

15.1 

4,634 

All 

96 

7,197 

53.8 

2.731 

20.4 

1,463 

11.0 

1 , 983 

14.8 

13,374 

-  23  - 


LTumber  of  Mein"bt^rs 

In  1936  the  average  mem"bers}iip  of  the  96  associations  as  a 
whole  was  139;  oi"  those  in  area  1,  166;  in  area  2,  126;  and  in 
area  3,  13^.     The  smallest  membership  reported  "by  any  association 
was  15  and  the  largest  376»     Talle  14  shows  the  distribution  o f  the 
96  associations,  for  the  State  and  by  areas,  on  the  basis  of  number 
of  members.    One-sixth  of  the  elevators  fell  in  the  small  member- 
ship group  -  less  than  75  niembers  -  while  more  than  a,  third  had 
memberships  of  I50  or  more. 

Table  lU,-  Distribution  of  96  Nebraska  farmers'  elevators 
by  membership  groups,  1935~'3^ 


 Associations  having  indicated  membership  

Area  1  Area  2  Area  3  State  

Number  of      Number    Percent-  Number    Percent-  Number    Percent-  Number  Percent- 
members  of         age  of       of         age  of       of         age  of       of         age  of 
 elevators  total    elevators  total    elevators  tot al     cleva,tors  total 

Less  than  75       3         12. 5  S         17.U  5         I9.2  16  16.7 

75  -  1^9  8        33.3         26        56.5         11        U2.3  U6.9 

150  or  more       I3  5U.2  12         26. 1  10         38,5  35         36.  U 


Total  2k       100.0  kG        100.0  26       100.0  96  100.0 


As  to  the  distribution  of  membership  among  owner— operators, 
tenants,  landlords  (cha-ro)  and  nonproducers,  about  85  percent  of  the 
total  membership  of  the  9^  elevators  was  made  \ro  of  active  producers 
of  farm  products,  including  both  producers  and  those  landlords 
receiving  share  rent  (table  I5)  •    More  than  half  the  members  v/ere 
owner-operators,  whereas  only  20  percent  were  tenants^.  According  to 
the  Census  of  Agricult\ire  of  the  United  States,  1935)—  tenants  made 
up  U9.3  percent  or  nearly  half  of  the  total  number  of  farm  operators 
in  Nebraska.    On  the  other  hand,  only  27.9  percent  of  the  farm 
operators  -  both  owner- operators  and  tenants  -  who  were  members  of 
the  96  farmers'  elevators,  were  tenants.     In  21  of  the  96  elevators, 
9  of  which  had  less  than  75  members,  tonajits  rwAe  up  10  percent 
or  less  of  the  tot.?2  num.ber  of  operator-m.embers.     It  would  seem  that 
these  associations,  at  least,  had  neglected  their  membership  work. 


6/    United  States  Census  of  Agriculture;     Nebraska,  County 
Table  I,  p.  6. 
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Table  15--  Distri'bution  of  the  Den"bers  oi"  9^  Nebraska  farmers' 
elevators,  according  to  tenure  of  land,  1935*3^ 


:  Are 

a  1, 

:  Are 

a  2, 

:      Area  3, 

Sta 

te 

:      nor  til  east 

:  southeast 

:  southwest 

:  Ilebraska 

:  Nebraska 

:  Nebraska 

memlDers 

Avcrc'ige 

Per- 

Average 

Per- 

Average 

Per- 

Average 

Per- 

nujriber 

centage 

nijinTD  e  r 

centage 

number 

centage 

numuer 

cen oage 

of 

of 

of 

of 

of 

of 

of 

of 

mcmbors 

total 

members 

total 

members 

tot  el 

members 

total 

0\7ner-op  orator 

75 

53-9 

83 

50.0 

70 

55.7 

76 

55.3 

Tenant 

29 

20. U 

U2 

25.3 

2k 

19.^ 

23 

16.6 

L  andl  o  r d  ( slie,r  e ) 

15 

10.9 

20 

11.9 

Ik 

11.0 

13 

9.7 

Tot?,l  producers  119 

85.2 

1U5 

87.2 

ICS 

26.1 

112 

Sb.l 

ITonp  reducers 

20 

lU.g 

21 

12. S 

IS 

13.9 

26 

IS.U 

Total  menlDcrs 

139 

100.0 

166 

100.0 

126 

100.0 

13s 

100.0 

There  v;as  wide  variation  among  the  elevators  in  the  proportion  of  nonpro- 
ducers  in  the  membership  (table  16) .     In  some  associations,  there  wore  fe\7 
no np reducer s-membcrs;  wheres.s  in  others  a  third  or  more  of  the  membership  was 
made  up  of  nonT)roducors.  In  p-rea  3,  12  of  the  26  elevators  reported  20  percent 


Table  16.-  Eztent  of  nonp reducer  membership  in  96  Nebraska 
farmers'  elevators,  1935~36 


2h  elevators 

:  k'c  ole 

vators 

:  26  elevators 

:  96  elevators 

in  area  1 

:     in  area  2 

:     in  area  3 

:  in  the 

State 

Percentage 

Numb  or 

Per- 

dumber 

Per- 

' Number 

Per- 

"Number 

Per- 

nonpreducers 

.  of 

centage 

of 

centage 

cf 

centage 

of 

centage 

are  of  tot  el 

ele- 

of 

ele- 

of 

ele~ 

of 

'  ele- 

of 

membership 

vators 

to  tcl 

vators 

tot, -J. 

.vators 

total 

vators 

total 

10    or  less 

10 

ki.G 

IS 

39.1 

8 

.30.7 

•  36 

37.5 

11    -  19 

7 

29.2 

15 

32.6 

6 

23.1 

28 

29.2 

20    ~  29 

7 

29.2 

S 

17.^ 

6 

23.1 

21 

21.9 

30    or  more 

0 

0 

5 

10.9 

6 

23.1 

11 

11. u 
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or  moro  of  their  mernlDers  to  "oe  nonprodiicers.     The  high  proportion  in  this 
section  is  proha'bly'  due  in  large  part  to  continued  poor  crops,  which, 
together  with  the  doj^ression,  have  discouraged  r.enhership  activities 
during  the  last  scvaral  years,     ihoso  asso ci.-atioriS  \^ith  20  percent  or 
more  of  no^pro due er- nemo ers  have  o-  serious  men'bership  problem  with  which 
to  contend  in  the  years  ahead. 

Membership  mid  Patron.-'.ge 

Data,  indicating  the  extent  to  Mhicb.  the  members  of  ITebraska  farmers* 
elevators  support  their  organisations  by  giving  them  their  patronage  were 
obtained  from  95  cooperative  elevators  in  I935-36  (table  I7).    About  three- 
fourths  of  the  members  gave  most  or  all  their  patronage  to  their  associar- 
tions.     Since  a  part  of  the  membership  consists  of  nonproducers,  perhaps 
a  better  measure  of  membership  suTjport  is  the  percentage  of  producer- 
members  vho  patronize  the  associations.     'For  the  State  as  a.  vliolc,  nearly 
90  percent  of  the  producer-members  were  a,ctivc  patrons.  Producer-members 
in  area  1  gave  somcwha,t  less  p.ctive  support  (&3  percent)  thaii  did  those 
in  areas  2  pjid  3.>  whore  9I  and  9U  percent,  respectively,  were  patrons. 

Table  I7.-  Me^bershit)  patronage  of  95  l^ebraska  farmers'  elevators, 

1935-36 


Number      Number         Number  Perccntc^c 
of         producer-        of  mcmber-iDatrons 
Number         mv^mbcrs    members       member-         are  of  - 


Area                     of               per  per  patrons  Total  Pro- 
elevators    eleva-  elo'/a—            per  mem-  ducer 
tor  tor  eleva-  bcr-  membcr- 
    tor  ship  ship 


1  2U  166  1U5  120  72.3  82.8 

2  U5  126  lOS  98  77. S  90.7 

3  26  138  112  105  70.1  93*  8 

State  95  139  119  106  76.3  89. 1 
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The  higli  percentage  of  producer-nem"berr^  doinr  "buKinesr,  with  the 
NelDraska  farmers*  elevators  !:u,^:£-estK  thr?/l;  the  cnsocictions  were 
giving  generally  satisfactory  sci-vico,    I^IemDers  are  seldom  so  tied 
to  their  r.ssociation  that  they  v;ill  continue  to  patronize  it  in  the 
face  of  high  oporatin::;  costs  or  poor  service.     It  is  the  tarik  of  the 
management  to  operate  the  business  so  thf^t  it  vdll  provide  good  ser- 
vice at  reasonable  cost.    0ther\7isc,  the  cooperative  can  hardly 
justify  its  existence, 

EST  IlICOLIE  AS  A  M3ASUHE  OF  EI'HCIEIICY 

A  single  satisfa,ctory  measure  of  the  effectiveness  of  a  coop« 
erative  grain  elevator  association  is  difficult  to  find.     If  the 
primax;/  objective  at  time  of  organization  of  these  associations 
had  been  to  establish  a  business  -.vhich  \70uld  return  large  dividends 
on  the  investment  of  stoclcholders,  then  their  efficiency  could  be 
judged  by  the  amount  of  dividends.     Instead,  the  main  interest  of 
farmer— members  v/as  to  obtain  marketin{;;  rj^d  purchasing  service  at 
reasonable  cost,  and  the  capital  investment  was  a  secondary  though 
necessary  consideration  in  getting  such  service. 

Lacking  a  bettor  measure  of  effectiveness  of  operation,  net 
income  is  used  for  that  pt'.rxjose  in  the  succeeding  discussion. 
Ability  to  get  full  market  price  for  grain  or  to  purcJaase  supplies 
of  acceptable  quality  a,t  reafionable  cost  can  hardly  be  determined 
accurately  by  not  income  from  operations  alone.     Yet  not  income 
does  provide  one  measure  of  operr.ting  efficiency,  in  that  it  does 
indicate  ability  to  meet  cornpetition,  cover  operating  expenses  and 
safeg^aa,rd  the  capitrJ.  structure, 

Net  Income  and  Member-Patronage 

Data  obtained  from  127  Nebraska  farners*  elevators  indicated 
some  relationship  between  number  of  member-patrons  and  net  incomes 
(table  13),     For  the  State  as  a  whole,  6l  percent  of  the  associo- 
tions  with  less  than  75  niembers  reported  net  incomes,  69  percent 
of  those  with  75  "to  1^9  niembers,  and  SI  percent  of  those  with  I50 
or  more  members.     'En.is  relationship  of  member-patrons  to  net 
income  was  least  evident  in  area  3»  southvvest  ITebraska,  where  crop 
failures  in  some  communities  resulted  in  very  small  grain  volume 
despite  large  numbers  of  menbcr-patrons.    As  a  general  rule,  how- 
ever, a  larger nu-mbjr  of  ncmber-patrons  improves  the  progDOcts  for 
realizing  a  net  income. 


Tatle  18,-  Net  incomes  of  127  NelDra.ska  farmers*  elevators  as  related  to  menter- 

patrons,  1935-3^ 
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ocio-tions: 
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33  associations: 
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sociations 
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area  1  l 
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ar  0  a  2  i 
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?,rea  3  ' 
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the  State 

NtonlDer 

Percent- 

Percent- 
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of 

Huraber 

al  0 

ITujnTDer 

al' ^e 

11101111)  er 
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number 
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of 

report— 

of 

rcport- 

of 

repo  rt- 

of 

report- 

patrons 

asso  ci 

-  ing  net 

associ' 

-  ing  not 

acsoci—  ing  not 

associ-  ing  net 

at  ions 

incomes 

at  ions 

incomer. 

at  ions 

in comes 

at  ions 

incomes 

Loss  thrji  75 

g 

50.0 

25 

94.0 

13 

61.5 

U6 

60.9 

75  -  1^9 

12 

58.3 

23 

IS, 6 

ih 

57.1 

5U 

68.5 

150  or  more 

10 

SO.O 

11 

90.0 

6 

66.7 

27 

80.8 

Volume  cjid  ITct  Income 

A  large  number  of  nember-patrons  and  c:ubstantial  net  income 
are  usually  asr.ociated  because  of  the  influence  of  member-patronage 
on  business  volu;ne.    Large  volume  usually  results  in  low  unit  costs 
of  operation  and  in  this  way  improves  chances  for  net  income.  The 
influence  of  number  of  member-patrons  on  both  grain  volume  and 
side-line  volume  of  I25  Nebraska  fe.rmers*  elevators  in  1935~3^ 
shown  in  table  19. 

?or  the  125  elevators  as  a  group,  only  20  percent  of  the 
associations  with  less  than  75  mombcr-patrons  had  grain  volumes  in 
excess  of  100,000  bushels.    Of  the  elevators  having  between  75  ajid 
1U9  member-patrons,  hi  Dcrcont  had  voluiaes  greater  than  100,000 
bushels,  while  58  percent  of  those  having  I50  or  more  member-patrons 
reported  such  volumes.     TaJcing  sales  as  a  mcatjure  of  side-line 
volTome,  the  same  general  relet ionship  between  membci>-patrona^c  and 
side-line  volume  existed,  though  pcrconta-gos  varied.     ?or  the  three 
areas  of  the  State  this  rclationsliip  held  true  except  in  area  3, 
southwest  Nebraska,  where,  as  previously  mentioned,  certain  commun- 
ities wore  paj-ticiolarly  hard  hit  by  crop  failure,  and  oven  large 
memberships  failed  to  produce  business  volur.e. 

It  is  possible,  of  course,  for  an  association  with  small 
membership  to  have  large  business  volume.     In  such  cases  the  members 
must  be  large  producers  and  patronize  the  organization  regularly,  or 
the  association  must  depend  on  nonmembei-patronage  to  maintain  large 
volume.     In  the  latter  instance,  there  is  constant  danger  of  losing 
the  nonmembu'r-patron  unless  the  association  develops  some  plan  of 
getting  such  patrons  a.s  members. 
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Taole  19.-  ijra.iii  arid,  side-line  vcli''jae  of  12^  Nebraska  farmers' 
elevators  as  rel;itGd  to  number  of  memoor- 
patronc;,  19  35- 3  ^ 
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75 
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65 


16 
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Less  than  75 
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12 
Ik 

6 


32 


25 
29 

__J3.  

28 


7 


92 

71 

100 


8lt 


50 
^3 


state: 

Less  thoja  75  1+^ 

26 


75  -  ii^9 

150  or  more 
Total 


12  R 


20 
1+1 

58 


37 


9 

13 

32 


17 


58 

7S 

96 


7^^ 


^3 

88 


1+8 


Vol'ume,  insofar  as  it  is  effected  by  crorj  conditions,  is  ].argely 
beyond  the  control  of  the  mr.na(r;emont  of  the  elevator  associaticn. 
Vol-ome  is,  however,  influenced  by  the  support  given  the  elevator  by 
the  comLTunity  it  servos.    To  this  extent  it  is  definitely  a  mnjLage- 
ment  problem.    The  mreia^ement  controls  in  scrae  degree  the  kind,  and 
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cost  of  service  given  "by  the  association.     It  decides  ncmlDership 
policies.     It  considers  the  advisa^bility  of  adding  or  extsndin^;  side- 
line activities  a-s  a  r.eans  to  increarje  vol-i'.ie.     In  such  v/ays  and 
others  does  najiagernent  affect  business  voliune. 

As  has  heen  indicated  previously,  largo  business  vclur.ie  usually 
results  in  low  imit  costr.  of  operation  which,  in  turn,  increase 
chancer-  for  net  income.  Lata  on  operations  cf  I3O  Ilebrasfca  farmers* 
elevators  in  1935^3^  supi^ort  that  conclusion.  Since  volume  of  busi- 
ness handled  includes  both  grain  and  side  lines,  the  effect  of  these 
itoms  on  the  operations  of  the  variour  elevators  has  been  considered 
sepa,rately, 

G'r?,in  Volume  and  Net  Income 

On  the  basis  of  grain  volume  only,  92  pcj^'cent  of  those  ele- 
vators h.andling  100,000  bushels  or  more  of  grain  had  net  incomes,  as 
against  55  percent  of  the  olcvators  handling  loss  thr.n  100,000 
bushels  (table  20),    A  volume  of  100,000  bushels  or  more  of  grain 
improved  chances  of  realizing  net  income  in  eac?i  are.?.,  irrespective 
of  the  im^Dortance  of  side  lines.    On  the  basis  of  1935-36  results, 
there  was  only  one  chance  in  ten  of  loss  among  tho  largo— volume 
elevators  as  against  more  than  four  in  ton  cjnong  tho  small-voliimc 
group. 


Table  20.-  Number  and  percentage  of  I3O  Nebraska  farmers' 
elevators  having  net  incomes,  by 
volijx^.o  groups,  1935*-3'5 


Nunibex' 

number 

Percent- 

of 

of 

age  of 

Area  and 

Nxunber 

elevators 

elevators 

elevators 

bushels  of  grain 

of 

hfi.vi  ng 

liaving 

having 

handled  1 

£levo,tcrs 

net  losses 

net  income 

net  income 

Area  1: 

Less  than  100,000 

26 

11 

57.7 

100,000  or  more 

7 

1 

6 

25.7 

Area  2: 

Less  than  100,000 

32 

13 

19 

59.^ 

100,000  or  more 

32 

3 

29 

90,6 

Area  3; 

Less  than  100,000 

21+ 

13 

11 

^5.8 

100,000  or  more 

9 

0 

9 

100.0 

State: 

Less  than  100,000 

82 

37 

I15 

5^.9 

100,000  or  more 

US 

91.7 
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Not  only  were  the  chs,nces  for  net  income  less  among  srnail- 
grain-vol"ume  elevators,  out  the  opportunity  for  large  net  income  \7as 
also  less.     If  only  the  associations  having  net  incomes  iwe  con- 
sidered, a  much  higher  proportion  of  the  large-grain-vol\imc  elevators 
had  net  incomes  of  $2,000  or  more  in  1935~3^  thaji  did  those  handling 
less  than  100,000  "bushels  of  grain  (talilo  21).    Only  in  northeast 
Nebraska  (area,  l)  ,  whore  side-line  "business  often  dominates  the 
grain  Dusiness  in  importance,  did  ?jiy  of  the  small-grain- volume  ele- 
vators have  net  incomes  exceeding  $U,000. 

Tahlc  21.-  Rclo-tionship  "between  amount  of  net  income  and  volume  of 
grain  handled,  for  29  Ne"braska  fo,rmers'  ele- 
vators halving  net  incomer,,  1935~3^ 


Elevators  with  net  :        Elevators  with  not 

income  laa,ndling  less  :  income  hajidling 

than  100,000  "bushels  :     100,000  Tpushels  or  more 
Area  and                                Percentage  Percentage 

net  income   laim"ber      of  total  lTum"ber  of  to tal 


Area  1; 

0    -  $2,000  11  73.3  2  33.3 

$2,001  -  $U,000           0               0                         0  0 
$U,001  or  more  U  26»7  \i.  66»7 

To  t  al  J:5  100.0  6  100.0 


Area  2; 

0    -  $2,000  lit 

$2,001  -  $U,000  5 

$I+,001  or  more  0 


73.7 
26.3 

0 


16 

9 


55.2 
13. s 
"^1.0 


Total   1^ 

Area.  3i 

0    -  $2,000  10 

$2,001  -  $U,000  1 

$U,001  or  more  0 


100.0 


90.9 

S'.l 

0 


_21 


2 
3 


100.0 


22,2 
33.3 


5_ 


Total 


11 


100.0 


100.0 


State; 

0    -  $2,000  35            77. S                  20  U5,5 

$2,001  -  $ii,ooo  6         1^.3                7  15.9 

$U,001  or  more  h  gV^  I7  58.6 


Total 


100.0 


100.0 
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Side  ^jines  and  Net  Income 

Voltune  of  grain  is  not  the  only  measure  of  the  voltime  of 
"boisiness  done  lay  the  cooperative  elevator.    Income  from  side  lines 
and  services  frequently  affects  the  ability  of  an  elevator  asso- 
ciation to  cover  expenses  of  operation,  although  its  importance 
varies  in  the  several  areas.    In  northeast  Nehraska,  it  will  be 
recalled,  gross  income  from  side  lines  made  up  70  percent  of  the 
average  gross  operating  income  in  I935-36;  whereas  in  the  south- 
eastern and  southwestern  areas  the  volume  of  side  lines  handled  is 
relatively  small.     There  arc  also  marked  variations  in  the  im- 
portance of  side  lines  among  elevators  in  each  area.    In  order  to 
study  the  effect  of  these  differences  on  the  financial  status 
and  operating  results,  the  elevators  of  each  area  were  divided 
into  four  groups,  "based  upon  the  size  of  grain  volume  and  rela- 
tive importance  of  side  lines. 

The  elevators  were  first  separated  on  the  "basis  of  grain  vol- 
ume.    Those  handling  100,000  bushels  of  grain  or  more  during  the 
fiscal  year  were  classed  as  large-grain-volume  elevators,  and 
those  handling  less  than  that  volume  as  small-grain-volume  ele- 
vators.   The  relative  importance  of  side  linos  in  the  total  busi- 
ness of  the  elevator  might  be  measured  in  several  ways.  The 
measure  chosen  was  the  extent  to  which  the  elevators  depended  on 
gross  income  from  side  lines  and  services,  such  as  grinding  and 
weighing,  to  pay  operating  expenses.     This  measure  is  important 
from  a  practical  standpoint,  since  one  main  objective  of  adding 
side  lines  to  the  grain  business  is  to  provide  an  added  source 
of  income  to  help  pay  operating  expenses,  especially  during 
periods  of  low  grain  volume. 

When  its  income  fi-om  side  lines  and  services  was  sufficient 
to  cover  UO  percent  or  more  of  the  operating  expenses  (total  ex- 
penses before  interest  cliarges)  ,  the  elevator  was  placed  in  the 
large- side-line  group.    When  income  from  such  sources  covered 
less  than  4o  percent  of  expenses,   side  lines  were  considered 
relatively  unimportant  in  the  elevator's  operations. 

As  a  result  of  this  basis  of  classification  the  elevators 
of  each  area  were  divided  into  four  groups,  namely:   (1)  small- 
grain^volume,  small- side-line;   (2)   small^grain- volume,  largo- 
side-line;  (3)  large-graiiT^volume,  small- side- line;  and  (k)  large- 
grain^  volume,  large-side-line^     The  percentages  of  elevators  in 
each  group  which  had  net  income  in  I935-36  are  shown  by  areas  in 
table  22. 
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Table  22,-  Percentage  of  I30  Nebraska  farnern'  olevators 
having  net  income,  by  grain  volume  and 
r.ide-line  income,  1935~36 

iJiimber  Percentage 
Area  and  group  of  having 

elevatorr.;  net  income 


Northeast  Nebraska: 
Small  grain  volume, 

sm.all 

side- 

•line 

income 

5 

Uo.o 

Small  gro-in  volume, 

large 

s  ide- 

■line 

income 

21 

61.9 

Large  grain  volume, 

small 

side- 

■line 

in CO me 

3 

66.7 

Large  grain  volume, 

largo 

s  i  de- 

•line 

income 

U 

100.0 

Southeast  Nebraska: 
Small  grain  volume, 

small 

side- 

■line 

income 

21 

57.1 

Small  grain  volume, 

large 

s  i  de- 

■line 

income 

11 

63.6 

Large  gro.in  volume. 

small 

si  dc- 

■1  ine 

income 

17 

Large  grain  volume, 

large 

sidc- 

•  line 

income 

15 

93.3 

Southwest  Nebraska: 
Snail  grain  volume, 

small 

s  i  de- 

■line 

income 

15 

ko.o 

Small  grain  volume, 

large 

si  de- 

■line 

incom.e 

9 

55.6 

Large  grain  volume, 

small 

side- 

line 

income 

5 

100.0 

Large  grain  vol^'Jine, 

large 

side- 

■line 

income 

k 

100.0 

In  each  fe,rea,   those  associations  with  both  small  grain  volume 
and  small  side-line  income  appeared  handicapped  in  making  net 
income.     The  addition  of  a  relatively  largo  side-line  income  to  a 
sm.all  grain  volume  increased  chances  of  covering  expenses  of  oper- 
ation.   The  associations  with  large  gra.in  volmie  had  less  need  for 
the  additional  income  from  side  lines,  althci:!gh  those  elevators 
with  both  large  grain  volume  and  large  side-line  income  wore  in 
best  position  to  show  not  income.     These  percentages  suggest  that 
the  problem  is  mainly  one  of  obtaining  a  fairly  large  total  volume 
v/hcthcr  of  grain,  or  side  linos,  or  both,    W}.icn  and  v/hore  grain 
volume  is  lacking,  side  linos  may  become  a  substitute  source  of 
biisiness  volume. 
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A  su'bsti.ntir.l  side-line  "businoss  r.ppcr.rr.  to  be  of  greatest 
importo-nc?  to  those  elevators  that  can  e;cpcct  to  handle,  on  the 
avorago,  less  thaji  100,000  bushels  a  year.    Thii-.  is  erpecially  true 
of  many  associations  in  northeast  I'le'braska*     In  southwest  Nebraska 
where  the  crop  hazaxd  is  greatest  and  grain  volume  highly  variable, 
the  addition  of  side  lineti  offers  a  means  of  cqua.lizing  business 
volume  sonewho.t  and  provides  o.  sn.pplemcntal  source  of  income  in 
poor  crop  years. 


UlIIT  CDSTS  0?  0PEilA:ri01T 

Thus  far  in  the  discussion  of  elevator  operations,  net  income 
has  been  used  as  the  moasiire  of  eff ectivenesc.  of  operation.  Another 
possible  indicator  of  operating  efficiency  iL>  tiae  unit  cost  of  oper- 
ation -  expense  per  bushel  or  e:'cpense  per  dollar  of  sales  -  since 
associations  vdth  lower  unit  costs  of  operation  have  a  distinct  ad- 
vantage in  holding  their  places  in  the  market.    Fnile  it  offers  a 
measure  of  effectiveness  in  handling  the  products,  it  docs  not  indi- 
cate how  well  the  farm  products  are  sold,  or  the  fa.rm  supplies  pur- 
chased. 


G-rain  Yoligirie  and  Per  Bushel  Ej'^oense 

An  attempt  was  iria,dc,  with  the  a^ssistancc  of  the  eleva,tor 
mancagers,  to  allocate  roughly  tlu\t  part  of  expense  cha,rgeable  to 
grain  for  ea,ch  elevator  studied.    Admittedly,   it  was  not  possible 
to  make  an  accurate  allocation  of  costs,  but  it  was  possible  to 
make  comparisons  in  operating  costs  rz:cng  the  various  elevators  and 
elevator  groups. 

Figure  2  indicates  a  definite  relation  between  grain  voliame 
per  elevator  and  grain  ejqpense  per  bushel  for  oh  elevators  in  scuth- 
cast  Nebraska.    As  may  be  seen,  the  operating  expenses  per  bushel 
tend  to  decrease  as  grain  volume  is  increased.    An  increase  in 
volume  up  to  150,000  bushels,  however,  y/as  found  to  be  more  effective 
in  reducing  expense  per  bushel  than  increases  beyond  that  qTxantity. 
For  example,  the  operating  cost  per  bushel  for  an  elevator  handling 
50,000  bushels  was  approximately  5  cents;  for  one  handling  100,000 
bushels,  3  cents,  a  decrease  of  2  cents  per  bushel.    A  volujne  of 
150,000  bushels  brought  the  bushel  cost  dorm  to  2  cents,  but  volumes 
of  more  than  150,000  bushels  brought  no  further  marked  decreases  in 
crpense  per  bushel. 

Size  of  Elevator  Plant  end  Costs  per  Bushel 

Among  the  items  of  ozqjQnse  in  operating  a  grain  elevator  are 
depreciation,  repairs,  insurrjice  and  taxes  on  the  physical  plojit  - 
the  elevator  and  its  equipment  -  which  keep  on  accumulating  from  day 
to  day  regar.ilcss  of  -.vhethcr  grain  is  handled  or  not.     Such  iuilding 
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FIGURE  3 


RELATION  BETWEEN  VOLUME  AND  GRAIN  EXPENSE  PER  BUSHEL  FOR 
FARKfERS'   ELEVATORS  OF  SMALL  CAPACITY  IN  SOUTHEAST  NEBRASKA,  1935-36 


Each  dot  or  circle  represents  the  volume  and  cost  per  bushel  for 
a  sinile  association,  a  dot  representing  a  loss  and  a  circle 
an  income  from  irain  handlini. 
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costs  are  quite  definitely  fixed.  If  these  costs  are  distributed 
over  a  large  grain  volume,  the  cost  per  "bushel  is  low;  if  a  small 
volume  is  handled,  the  cost  carried  by  oacli  bushel  is  high. 

Plant  capacity,  as  the  only  measure  of  the  extent  of  grain- 
handling  facilities  readily  available,  was  used  as  the  basis  for 
shoT7ing  the  relation  between  volume  and  operating  costs  for  south- 
cast  Nebraska  elevators  (fig.  3  ^'^^  ^0  •     Figure  3  shows  the  relation 
for  elevators  01  snip.ll  capacity  (less  than  25,000  bushels)  and 
figure  h,  for  those  of  large  capacity  (2^,000  bushels  or  more).  It 
may  bo  seen  that  when  grain  volume  was  small,  the  costs  per  bushel 
of  the  small  capacity  plants  were  well  below  those  of  the  larger 
plants.     VThen  grain  volumes  exceeded  100,000  bushels,  the  advantage 
of  the  snail  capacity  elevators  in  bushel  costs  disappeared.  Those 
associations  having  losses  had  higher  bushel  costs  in  most  ca.ses 
than  those  of  associations  of  similar  volume  v/hich  had  net  incomes. 


Other  Factors  Influencing  Unit  Costs 

Operating  costs  arc  also  affected  by  the  extent  to  which  the 
time  of  employees  and  the  facilities  of  the  physical  plant  arc 
utilized.     Mention  hcas  already  been  made  of  the  size  of  the  elevator 
plant  as  a  factor  influencing  bushel  costs.     In  that  connection  grain 
volume  gave  some  indication  of  the  extent  plant  and  labor  were 
utilized.     Dollar  sales  of  grain  cmd  side  linos  is  a  common  measure 
of  business  volume  which  reflects  the  influence  of  both  grain  and 
side-line  volume. 

Some  indication  of  how  well  the  time  of  criployees  was  utilized 
was  obta,ined  from  relating  business  volume,  s.s  indicated  by  dollar 
sales  of  grain  and  side  lines,  to  the  amount  of  expenditures  made 
for  labor  and  mojiagenent  -  in  other  words,  determining  dollar  sales 
per  dollar  paid  in  salaries  and  wages.    Likewise,  relating  dollar 
sales  to  the  original  investment  in  fixed  assets  ge,ve  a  rough  measure 
of  the  extent  to  whidi  the  elevator  plant  and  equipment  was  being 
used.    The  undepreciated  value  rather  thoji  the  depreciated  valiie  of 
fixed  assets  was  used  in  this  connection  because  the  former  is  a 
better  indicator  of  the  working  capacity  01  the  physical  plant. 
Expense  per  doll^.r  of  sales  was  used  to  indicate  how  effectively 
operations  were  conducted  from  the  cost  standpoijit. 

The  relation  betv/een  sales  per  dollar  paid  in  salaries  ojid  wages 
and  expense  per  dollar  of  sales  indicated  definitely  the  advantage 
held  by  associations  making  full  use  of  employees'  time.    When  sales 
per  dollar  paid  in  salaries  and  wages  were  less  than  $20,  expense  per 
dollar  of  sales  was  very  high  -  often  over  10  cents  (see  fig.  5)* 
Ihen  business  volume  was  such  that  sales  per  dollar  paid  in  salaries 
and  wages  amounted  to  $60  or  more,  cost  per  dollar  of  srdes  fell 
below  h  cents,  putting  on  association  having  such  a  low  -unit  cost  in 
very  favorable  operating  position. 


The  relationship  iDetween  sales  per  dollar  invested  in  fixed 
assets  and  ezq^eiise  per  dollar  of  sales  is.  ahown  in  figure  6.  TOien 
sales  per  dollar  of  fixed  assets  were  as  little  as  $U,   expense  per 
dollar  of  sales  was  often  8  cents  or  more,    Wcion  sales  were  as 
nuch  as  $8  for  each  dollar  invested  in  facilities,  expense  per 
dollar  of  sales  ran  close  to  3-1/2  cents,    An  association  with  such 
a  low  unit  cost  is  placed  in  position  to  meet  almost  any  kind  of 
competition  and  to  handle  its  patrons'  grain  end  supplies  on  narrow 
margins. 


CONCLUSIONS 

Tlae  farmers'  elevator  movement  in  Nebraska,  may  he  definitely 
credited  with  having  hrokcn  the  monopoly  conditions  which  existed  in 
the  grain  trade  kO  years  ago-I(  and  having  reduced  local  grain  hand- 
ling margins  to  the  point  where  they  approach  a  cost  ha.sis.  That 
having  "been  accomplished,  the  continued  existence  of  f armor-ovraed 
elevators  depends  on  their  ability  to  keep  operating  costs  down  and 
to  do  an  effective  joo  of  selling  the  farmers'  grain.     The  associj>« 
tions  which  have  best  met  this  challenge  by  operating  on  a  so\md 
business  fesis  remain  in  operation  today,  setting  the  pace  which 
other  grain-handling  agencies  must  follow. 

This  study  of  the  financial  status  and  operations  of  a  represent- 
ative group  of  Nebraska  farmers'  elevators  for  the  crop  year  of  1935~ 
36  shows  them  to  have  been,  vdth  a  few  exceptions,  in  excellent  fin- 
ancial condition.    Operating  resiiLts  were  influenced  largely  by 
business  volujne,  the  latter  varying  among  the  associations,  partly 
because  of  differences  in  crop  conditions  and  trade  territories,  and 
partly  because  of  factors  largely  within  the  control  of  the  manage- 
ment.   Size  and  loyalty  of  membership,  and  ability  to  utilize  the 
elevator's  personnel  and  physical  plsjit  were  foimd  to  be  important 
factors  influencing  unit  costs  and  net  income.    As  pointed  out  early 
in  this  report,   since  this  study  covered  operations  for  only  a  single 
year,  the  results  con  be  considered  only  as  suggestive  of  what  addi- 
tional study  will  show,  rather  thezi  as  final  and  conclusive. 


7/  A  discussion  of  early  days  in  the  Nebraska  grain  trade  and 
of  the  influence  of  the  farmers'  elevator  movement  may  be  found  in: 
Filley,  H.  C.     Cooperation  in  Agriculture,  U6g  pp. ,  illus. ,  1929* 


FIGURE  5 

EXPENSE  PER  DOLLAR  OF  SALES  AS  INFLUENCED  BY  USE  MADE  OF  TIME  OF 
EMPLOYEES  OF  NEBRASKA  FARMERS  ELEVATORS,  CROP-YEAR  1935-36 

CENTS   

EXPENSE  PER 
DOLLAR  OF  SALES 


0  -19         20  -  39  40  -  59        60  -  79        80  OR  MORE 


DOLLAR  SALES  PER  DOLLAR  PAID  IN  SALARIES  AND  WAGES 

The  relation  between  sales  per  dollar  paid  in  salaries  and  'Daies 
and  expense  per  dollar  of  sales  indicates  definitely  the  ad- 
vantage held  bjj  associations  nakini  full  use  of  employees' 
tine. 


N  FIGURE  6 

EXPENSE  PER  DOLLAR  OF  SALES  AS  INFLUENCED  BY  EXTENT  FACILITIES  ARE 
USED,   NEBRASKA  FARMERS  ELEVATORS,   CROP  YEAR  1935-36 


CENTS 
EXPENSE 
PER  DOLLAR  OF  SALES 


8 


6 


NORTHEAST  NEBRASKA 

SOUTHEAST  NEBRASKA 

SOUTHWEST  NEBRASKA 


1 

i 

i 

LESS    THAN  4.00     4.00  -   7.99        8.00  -    11.99     12.00    OR  MORE 

DOLLAR  SALES  PER  DOLLAR  INVESTED  IN  FIXED  ASSETS  (UNDEPRECIATED) 


When  sales  per  dollar  invested  in  facilities  were  low,  expense  per  dollar 
of  sales  ran  hiih. 


